
EX PARTE OR LATE FILED

February 20, 1997

Mr. William F. Caton, Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Dear Mr. Caton:

Re: CC Docket 96-45
Ex Parte Presentation

On February 20, 1997, Ms. Lisa Hanselman and I met with members of the Docket 96-45
Joint Board Staff at the Commission's office s on the 8th floor of 2100 M Street, N.W., Washington,
D.C. Present were the following joint board staff members:

David Krech
Emily Hoffner
Charles Bolle
Barry Payne

FCC
FCC
SDPUC
INOVCC

Sandra Makeeff
Bob Lonbe
Tom Wilson
Brian Roberts
Paul Pederson

Iowa Utilities Board
FCC
WUTC
CAPUC
MOPSC

The discussion centered on issues with the proxy cost models, their impact on small
companies, and analysis GVNW had done on the models in comparison to actual small company data.
Enclosed is a copy of the presentation materials discussed at the meeting. Also, enclosed is a printout
of selected pages of a BCPM printout on Ayrshire Telephone Company showing apparent errors in
the expense levels displayed on certain of the printout pages which was given to the staff.

The Joint Board staff members requested that GVNW provide additional information that we
could gather on actual structure sharing in small companies and any information that could be
provided on investments related to types of terrain. Additional, the staff members requested that
individual company information supporting the schedule included between pages 10 and 11 of the
presentation be provided. This information will be forwarded when available.

Sincerely,

Bob Schoonmaker
Vice President

No. 01 C\IlI8B rec'd0~
UstABCOE
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Review of Proxy Cost Models

Our primary focus is on impacts on small
telephone companies.

Ben Johnson Model

No attempt to run model at this point.

Model is not complete. Requires input of
average loop length by wire center. Small
companies do not have readily available
except through other models.

2/97 ©GVNW Inc.lManagement 2
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3©OVNW Inc./Management

Review of Proxy Cost Models

Hatfield Model 3.0

Received model on Feb 14. Four states.

No small company data included.

Have not attempted to run the model because
there is no small company data available at
this time.

Have been told that version with "small
company representative data" will be
available on 2/21.
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Review of Proxy Cost Models

BCPM

-Received update on 2/13 with one state data.
-Have worked with this version by modifying
input files from BCM2. May not be
consistent with update received on 2/17 since
census data may not be the same.

2/97 ©GVNW Inc.lManagement 4
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Review of Proxy Cost Models

BCPM (cont.)

- Have run 11 companies

- General observations

- C&WF investments up substantially
from BCM2

- Access line counts still vary
significantly from actual

- C&WF investments in most of these
companies are substantially above actual

2/97
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Review of Proxy Cost Models

BCPM (cont.)

- Switch investment both up and down from
BCM2

- Generally closer to actual than C&WF,
some higher, some lower

- See comparisons for each company
enclosed

2/97 ©aVNW Inc./Management 6



modsumlb

MODSUM1B

Iowa - Ayrshire

Embecld$d BCMII BCPM CPM
Element Tota/Cost !4....n .... OIaICost A--- I<tLDIff tTotIICost A OIff 'TOtal Cost AveJUne % Diff

MInutes of use 3,400,134
Total Households 876 876
Total Unes Served 366 1,204 1,376 267

Total Feeder Cost 1,053,712 3,564,830 566,040 2,120
Total Distribution Cost 2,373,644 2,117,465 414,384 1,552
Grand Total loop Cost 576,280 1,575 3,427,356 2,857 495°,{, 5,682,295 2,857 886% 980,424 3,672 70%

Interstate 59,344
Intrastate 183,748
local 0
Ext. Area Service 170,795
TotailOF Investment 413,887 1,131 16,232 18,661

Total Switch Investment 803,563 2,196 541,067 622,039

Switch + IOF 1,217,450 3,326 557,299 463 -54°,"" 640,700 466 -47% 163,137 611 -87%

Page 1



modsum2b

MODSUM2B

Iowa - Central Scott

Embedded BCMII BCPM CPM
Element TotaICo6t Aveillne rrotal Cost AveJUne %Diff rrotal Cost AveIl.ine % Dlff Total Cost Av8l'l.ln& % Dlff
Minutes of Use 69,494,331
Total Households 4,039 4,039
Total Lines Served 6,078 6,275 7,067 4,492

Total Feeder Cost 3,358,753 4,711,616 3,301,620 735
Total Distribution Cost 7,357,323 12,109,555 3,957,452 881
Grand Total LooP Cost NA 10,716076 1,843 16,821,171 2,380 7,259,072 1,616

Interstate
Intrastate
Local
Ext. Area Service
TotailOF Investment NA 35,055 61,215

Total Switch Investment NA 1,168,532 2,040,507

Switch + IOF 'VALUEI 1,203,587 206 2,101,722 297 1,221,824 272

Page 1 J
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MODSUM3B.

Iowa - Grand River Mutual

Embedded BCMII BCPM CPM
Element

..
Total Cost Avelline rrotal Cost AvelUne % Diff !Total Cost AveJlinE % Dlff Total Cost AveJl.ine % Diff

Minutes of Use 84,293,334
Total Households 4,992 4,992
Total Lines Served 6,078 6,937 7,916 6,272

Total Feeder Cost 4,975,388 8,441,022 9,370,368 1,494
Total Distribution Cost 11,161,518 18,561,823 17,003,392 2,711
Grand Total Loop Cost 9,679,214 1,592 16,136,906 2,326 67",4 27,002,845 3,411 179% 26,373,760 4,205 172%

Interstate 1,160,419
Intrastate 1,568,197
Local 1
Ext. Area Service 170,795
Total IOF Investment 2,899,412 4n 98,630 100,118

Total Switch Investment 922,900 152 3,287,668 3,337,262

Switch + IOF 3,822,312 629 3,386,298 488 ·11'Yc 3,437,380 434 -10'Yc 2,671,872 426 -30%

Page 1
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modsum4b

MODSUM1B

Missouri - Kingdom

Embedded BCMII BCPM CPM
Element Description Total Cost AveJl..ine :Total Cost AvelUne %DIff Total Cost AveA..lne % Diff [Total Cost AveA..lne %Diff

Minutes of Use 51,012.578
Total Households 3.949 3,949
Total Lines Served 4,289 5,157 5,931 4,530

Total Feeder Cost 3.628,447 6.321.050 9,272,910 2,047
Total Distribution Cost 9.144.152 13,596,551 7.859,550 1,735
Grand Total Loop Cost 11,052.204 2,5n 12,n2.599 2,4n 16"10 19.917,601 3,35Q 80°": 17,132.460 3.782 55%

Interstate 831.652
Intrastate 1,647,993
Local 116,968
Ext. Area Service 170,795
TotallOF Investment 2.767,408 645 66.810 72.631

TotalSwnchlnvesbnent 2,692,402 628 2.227.006 2,421.017

Switch + IOF 5,459.810 1.273 2,293.816 445 ·58% 2,493,648 420 ·54% 1,929.780 426 -65%

Page 1
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MODSUM5B

Missouri - Citizens

Embedded BCMII BCPM CPM
Element Description Total Cost Avet1.Ine irotalCost AveJUne %Oiff irotal Cost Avel1..lne % Dlff !Total Cost Avell..lne % Diff
Minutes of Use 49,001,695
Total Households 3,125 2,902
Total Lines SelVed 3,922 4,951 4,869 3,548

Total Feeder Cost 2,564,530 4,161,153 1,844,960 520
Total Distribution Cost 5,056,428 8,842,288 2,806,468 791
Grand Total Loop Cost 5,070,731 1,293 7,620,958 1,563 50% 13,003,441 2,671 156°1. 4,651,428 1,311 -8%

Interstate 184,391
Intrastate 326,696
Local 58,030
Est. Area Service 170,795
TotailOF Investment 739,912 1891 31,478 6 56,169

I
Total Switch Investment 978,817 2501 1,049,267 212 1,872,309

I
Switch + IOF 1,718,729 4381 1,080,745 218 -37% 1,928,478 396 12% 1,117,620 315 -35%

Page 1
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MODSUM6B

Missouri - Grand River Mutua'

Embedded BCUII BCPM CPM
Element Description Total COst AveJline !Total Cost AvelUne % Dlff iTotai Cost AvelUne %Dlff [Total Cost AvelLine % Dlff
Minutes of Use 184,019,574
Total Households 10,245 10,245
Total Lines Served 14,200 13,980 15,988 14,974

Total Feeder Cost 10,247,809 22,060,683 42,076,940 2,810
Total Distribution Cost 25,923,473 40,491,027 22,820,376 1,524
Grand Total Loop Cost 27,907,581 1,965 36,171,282 2,587 30% 62,551,710 3,912 124% 64,897,316 4,334 133%

Interstate 2,792,074
Intrastate 3,154,906
Local 1
Ext. Area Service 170,795
TotallOF Investment 6,117,n6 431 260,341 238,851

Total Switch Investment 11,481,138 809 8,678,029 7,961,714

Switch + IOF 17,598,914 1,239 8,938,370 639 -49% 8,200,565 513 ·53% 6,618,508 442 -62%

Page 1
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MODSUM7B.

Utah - South Central Telephone Association

Embedded BCMII BCPM CPM
Element

..
Total Cost AveIUne TOtal Cost AveIUne % Djff TOtal Cost AveIUne % Djff !Total Cost AveA..ine % Djff

MInutes of Use 33,181,337
Total Households 3,059 3,059
Total Lines Served 6,876 4,996 5,596 6,491

Total Feeder Cost 5,810,603 18,089,954 37,900,949 5,839
Total Distribution Cost 13,329,856 16,234,268 15,922,423 2,453
Grand Total loop Cost 2,785,370 405 19,140,459 5,541 587% 34,324,222 6,134 1132% 53,823,372 8,292 1832%

Interstate 152,440
Intrastate 323,374
local 47,874
Ext. Area service 170,795
TotallOF Investment 694,483 101 75,435 ·89% 90,308

Total Switch Investment 1,902,206 2n 2,514,509 32% 3,010,251

Switch + IOF 2,596,689 378 2,589,944 518 0"1: 3,100,559 554 190'" 2,447,107 3n -6%

Page I
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MODSUM8A

Utah - Emery Telephone Company

Embedded BCM" BCPM CPM
Element n Total Cost AVelUne Total Cost AveIUne % D1ff lTotaI Cost AveIUne % Diff Total Cost AvelUne % Diff
Minutes of Use 24,624,512
Total Households 3,002 3,002
Total Lines Served 4,245 4,361 4,950 3,919

Total Feeder Cost 4,373,364 7,663,743 2,171,126 554
Total Distribution Cost 6,715,460 12,458,598 3,209,661 819
Grand Totallooo Cost 5,587,754 1,31ti 11,088,824 2,5431 98% 20,122,341 4,065 260"10 5,380,787 1,373 -4%

Interstate 1,457,139
Intrastate 1,869,413
local 883,055
Ext. Area Service 170,795
TotallOF Investment 4,380,402 1.032 56,980 13 -990/0 61,589

Total Switch Investment 880,678 207 1,899,335 436 116% 2,052,968

Switch + IOF 5,261,080 1,239 1,956,315 449 -63% 2,114.557 427 -60% 1,520,572 388 ·71%

MODSUM8B.
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MOOSUM9B

illinois Group
(C-R, Egyptian and Gridley Telephone)

Embedded BCUII BCPM CPU
Element Description Total Cost AvelL.irn !Total Cost AvellinE %Oiff Total Cost AvelL.ine % Olff Total Cost Ave/UnE "10 Oiff

Minutes of Use" 29,947,217
Total Households 4,148 3,946
Total Lines served 4,940 6,285 6,778 5,917

Total Feeder Cost 3,768,592 6,878,835 9,995,026 1,423
Total Distribution COst 11,832,663 15,038,581 8,957,654 1,322
Grand Total Loop COst 8,049,680 1,629 15,601,255 2,482 94"10 21,917,416 3,234 172"1. 18,952,680 2,745 135"10

Interstate 856,531
Intrastate 1,660,458
Local 751,437
Est. Area service 512,385
TotallOF Investment 3,780,811 765 74,391 88,161

Total Switch Investment 4,703,034 952 2,479,713 2,938,701

Switch + IOF 8,483,845 1,711 2,554,104 406 -70"1c 3,026,862 447 -64% 2,534,950 403 -70"10

"Note: MOU wi 9 months of data

MOOSUM9B.



modlsulOa

Modsu108

Central Utah Telephone Company

Embedded SCMlI SCPM CPM
Element Description Total Cost Avellin4 :rotal Cost AvellinE % Diff :rotal Cost AveAJne % Diff Total Cost AveIUne % Diff

Minutes of Use 7,237,129
Total Households 807 807
Total Lines Served 1,233 1,076 1,234 2,589

Total Feeder Cost 1,667,263 5,198,825 9,491,274 3,666
Total Distribution Cost 3,118,522 4,523,160 4,365,054 1,686
Grand Total Loop Cost 2,254,810 1,829 4,785,785 4,448 112"1< 9,721,985 7,878 331% 13,856,328 5,352 515%

Interstate 671,787
Intrastate 1,157,832
Local 22,324
Ext. Area service 170,795
TotallOF Investment 2,022,738 1,641 36,917 -98'% 32,035

TotalSvvKchlnvestrnent 1,413,183 1,14fi 1,267,492 -10% 1,067,826

Switch + IOF 3,435,921 2,787 1,304,409 1,212 -620k 1,099,861 891 -68% 1,177,995 455 -100%

Page 1
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modsullA

MOOSU11A

Utah - Bear Lake Communications, Inc.

Embedded BCM" BCPM CPM
Element DescriPtion Total Cost AveA.int Total Cost AveA.Ine % Olff [Total Cost Ave1Un8 %DIff [TotaJCost AveIl.lne % Oiff
MInutes of Use 3,062,288
Total Households 101 101
Total Lines Served 625 130 150 1,645

Total Feeder Cost 229,933 531,424 4,711,280 2,864
Total Distribution Cost 463,836 751,987 2,089,150 1,270
Grand Total Loop Cost 1,706,285 273(J 693,769 5,337 -59% 1,283,411 8,556 -250/. 6,800,430 4,134 299%

Interstate 290,326
Intrastate 434,290
Local 0
Ext. Area service 170,795
TotallOF Investment 895,411 1,433 8,312 -99% 5,747

Total Switch Investment 553,130 885 285,390 -48% 191,574

Switch + IOF 1,448,541 2,318 293,702 2,2591 -80% 197,321 1,315 -860/. 621,810 378 -57%

Page 1
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Review of Proxy Cost Models

BCPM (cont.}

- Appears to be model "bust" in expense
calculations on ARMIS & "key element"
report pages. All except depreciation are
extremely low (by factor of around 10) and
not consistent with descriptive material. €see-

2/97 ©aVNW Inc./Management 7
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Review of Proxy Cost Models

InDut Issues

Type of cable plant

BCPM Kingdom TabletoD Hard v
(approx.)

A erial 8% 0% 93% 77%

B u rie d 77% 100% 7% 23 %

Undergo 15 % 0% 0% 00/0

2/97 ©GVNW Inc.lManaJ?;ement 8
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Review of Proxy Cost Models

Ingut Issues

- Structure sharing

Kingdom Tabletop Hardy

1

Pol e s 1% 81% 70%

Buried 0%

- Could get actual data fairly easily

2/97 ©GVNW Inc./Management 9
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Review of Proxy Cost Models

Input Factors

- Expense Factors

75 companies comparison of actual
expenses per line to BCPM inputs - BCPM
substantially less than current expense levels

(see following schedule)

1
!
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Sheet1

GVNW Inc.lManagement
Sample of 75 Client Small Companies
Comparison of Expenses and Plant Actual Co.

Exp/loop Exp/loop BCPM
Expenses Plant-in-Service EX//Plant Annual Monthly Exp/line

2110 Totalland & Support Assets $ 11,837,951 $ 173,063,822 6.84% $ 36.942 $ 3.079 $ 1.200
2212 Digital Electronic SWitching $ 12,990,624 $ 183,806,773 7.07% $ 40.539 $ 3.378 $ 0.340
2230 Transmission $ 6,360,189 $ 163,840,596 3.88% $ 19.848 $ 1.654 $ 0.230
2351 Public tel Terminal Equipment $ 595,358 $ 4,123,499 14.44% $ 1.858 $ 0.155 $ 0.070
2410 Total Cable & Wire Facilities $ 22,275,522 $ 558,918,838 3.99% $ 69.514 $ 5.793 $ 2.760
6512 Provisioning Expenses $ 334,926 $ 1,085,391,579 0.03% $ 1.045 $ 0.087 $ 0.030
6530 Total Ntwk Operations Expense $ 13,769,041 $ 1,085,391,579 1.27% $ 42.969 $ 3.581 $ 1.330
6610 total marketing Expenses $ 1,659,228 $ 5.178 $ 0.431 $ 0.350
6621 Call completion Service $ 1,096,995 $ 3.423 $ 0.285
6622 Number Services $ 1,312,563 $ 4.096 $ 0.341
6623 Customer Services $ 18,894,755 $ 58.964 $ 4.914 $ 2.420
Total Executive Planning $ 14,429,262 $ 45.029 $ 3.752 $ 0.140
6720 total General & Administrative $ 36,506,870 $ 113.926 $ 9.494 $ 2.150

Total loops 320,445 $ 443.331 $ 36.944 $ 11.020

Note: Expense comparisons are not entirely appropriate since BePM expenses tries to exclude non-local customer and corporate operations expense

Page 1
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Concerns

1. While "freeze" proposal alleviates small
company concerns for many companies,
some (possibly 100+) can't participate and
will need proxies now.

2. Validation of data at physical level (access
lines, basic cable mileages) doesn't give
much confidence in small company model
results.

1
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Access Line Accuracy by Number of Loops

% Ilfferent from
Actual

Ave. # of lBF LootJi

than 1(0)%

746

978

3(M

7.920

1.639
1.337

393.282
than 25%
than 50%
than 75%

than 100%
than 500%

from0-10%
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